CITY OF CLARKSTON, GEORGIA
ANNUAL FINANCIAL REPORT

FOR THE YEAR ENDED
DECEMBER 31, 2016

f/ cr
(

Hi

TY HALL ANNEX \
toric M

IStoric Morris Family House)

CITY OF CLARKSTON

1882




CITY OF CLARKSTON, GEORGIA
ANNUAL FINANCIAL REPORT
FOR THE YEAR ENDED
DECEMBER 31, 2016

TABLE OF CONTENTS

Page
FINANCIAL SECTION
Independent AUITOr'S REPOIT ... ... ettt ettt et et e e e e e e e e eaenes 1-3
Management’s DiSCUSSION aNd ANGIYSIS ... . cuiuiuiiii et 4-11
Basic Financial Statements:
Government-wide Financial Statements:
Statement OF Net POSITION .. ... et e e e 12
StAtEMENT OF ACTIVITIES ... et et e e e e e e e e e e s 13
Fund Financial Statements:
Balance Sheet — GOvernmMeNtal FUNGAS ..... ..ot e e e e eas 14
Statement of Revenues, Expenditures, and Changes in Fund
Balances - GoOvernmMental FUNGS. ... ..ot e e e e ens 15
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of ActivitieS..........c..oociiiiiiiiiiinene. 16
General Fund - Statement of Revenues, Expenditures, and Changes in
Fund Balances — Budget and ACTUAL..........einii e e 17
Police Seizure Fund- Schedule of Revenues, Expenditures, and Changes in
Fund Balances — Budget and ACTUAL..........uiniii e 18
Statement of Net Position — Proprietary FUNAS ...t 19
Statement of Revenues, Expenses, and Changes in Fund Net
POSItioN - Proprietary FUNGS ... et ettt e e e eenas 20
Statement of Cash Flows — Proprietary FUNAS. ... ... 21
N0 (=R o T T PV g o o ST = L (=3 0 0= g 22-45
Required Supplementary Information:
Schedule of Changes in the City’s Net Pension Liability and Related RatioS ............cccccvvevvieeiiiiinnee, 46
Schedule of City Contributions — Retirement Pension Plan............ccccviiiiiiiiiiiiieeee e 47
Combining and Individual Fund Statements and Schedules:
Combining Balance Sheet — Nonmajor Governmental FUNAS.........coooiniiiiiiiiiii e, 48
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balances — Nonmajor Governmental FUNAS ........ ..o 49
Schedule of Revenues, Expenditures, and Changes in Fund
Balances — Budget and Actual — Grants FUNG..... ..o e e 50

COMPLIANCE SECTION
Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with
Government AUditing StaNdardsS .........c.oeveiiiiii e 51 and 52
Schedule of FINdIiNGS aNd RESPONSES ....e.iiiuii i ettt e e eaen e 53



FINANCIAL SECTION




AULDIN
& | ENKINS

INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and Members
of City Council
City of Clarkston, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Clarkston, Georgia (the “City”), as
of and for the year ended December 31, 2016, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Governmental Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’'s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Clarkston, Georgia as of December 31, 2016, and the
respective changes in financial position and, where applicable, cash flows thereof and the respective
budgetary comparison for the General Fund and Police Seizure Fund for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, the Schedule of Changes in the City’s Net Pension Liability and Related Ratios,
and the Schedule of City Contributions on pages 4-11, 46 and 47, respectively, be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’'s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Clarkston, Georgia's basic financial statements. The combining and individual
nonmajor fund financial statements and schedules, as listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements.
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CITY OF CLARKSTON, GEORGIA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2016

Police Nonmajor Total
General Seizure Governmental Governmental
ASSETS Fund Fund Funds Funds
Cash and cash equivalents $ 1,373,711 $ 95,901 $ - $ 1,469,612
Taxes receivables, net of allowance 462,185 - - 462,185
Intergovernmental receivable - - 19,257 19,257
Other receivables 232,519 - - 232,519
Prepaid items 56,997 - - 56,997
Due from other funds 41,451 - 84,872 126,323
Total assets $ 2,166,863 $ 95,901 $ 104,129 $ 2,366,893
LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND FUND BALANCES
LIABILITIES
Accounts payable $ 179,736 $ - $ - $ 179,736
Accrued liabilities 47,818 - - 47,818
Due to other funds 86,787 - - 86,787
Total liabilities 314,341 - - 314,341
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes 185,142 - - 185,142
Total deferred inflows of resources 185,142 - - 185,142
FUND BALANCES
Fund balances:
Nonspendable for:
Prepaid items 56,997 - - 56,997
Restricted for:
Public safety - 95,901 - 95,901
Capital construction - - 104,129 104,129
Unassigned 1,610,383 - - 1,610,383
Total fund balances 1,667,380 95,901 104,129 1,867,410
Total liabilities, deferred inflows of resources,
and fund balances $ 2,166,863 $ 95,901 $ 104,129
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the governmental funds. 4,981,775
Some receivables are not available to pay for current-period
expenditures and, therefore, are deferred inflows of resources in the governmental funds. 185,142
The deferred outflows of resources, deferred inflows of resources, and the net
pension liability related to the City's pension plan are not expected to be
liquidated with expendable available financial resources and, therefore,
are not reported in the governmental funds. (496,421)
Long-term liabilities are not due and payable in the current period and,
therefore are not reported in the governmental funds. (1,910,188)
Net position of governmental activities $ 4,627,718

The accompanying notes are an integral part of these financial statements.
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CITY OF CLARKSTON, GEORGIA

POLICE SEIZURE FUND
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2016

Budget Variance With
Original Final Actual Final Budget
Revenues
Fines and forfeitures $ 60,050 $ 130,300 $ 70,443 $ (59,857)
Interest revenues - - 8 8
Total revenues 60,050 130,300 70,451 (59,849)
Expenditures
Current:
Public safety 20,226 73,433 87,849 (14,416)
Debt service:
Principal 35,968 52,712 35,968 16,744
Interest 3,856 4,155 3,856 299
Total debt service 60,050 130,300 127,673 2,627
Total expenditures 60,050 130,300 127,673 2,627
Deficiency of revenues under expenditures - - (57,222) (57,222)
Other Financing Sources:
Proceeds from sale of capital assets - - 22,058 22,058
Total other financing sources - - 22,058 22,058
Net change in fund balances - - (35,164) (35,164)
Fund balances, beginning of year 131,065 131,065 131,065 -
Fund balances, end of year $ 131,065 $ 131,065 $ 95,901 $ (35,164)

The accompanying notes are an integral part of these financial statements.
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CITY OF CLARKSTON, GEORGIA

STATEMENT OF NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2016

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Accounts receivables, net of allowances
Prepaid items

Due from other funds

Total current assets

NONCURRENT ASSETS
Capital assets, non-depreciated
Capital assets, net of accumulated depreciation

Total noncurrent assets

Total assets

LIABILITIES
CURRENT LIABILITIES
Accounts payable
Due to other funds
Total current liabilities
Total liabilities
NET POSITION

Investment in capital assets
Unrestricted

Total net position

Business-Type

Activities-Enterprise Funds

Stormwater Total Business-Type

Sanitation Utility Activities - Enterprise
Fund Fund Funds

$ 86,425 $ 187,041 273,466

11,027 14,319 25,346

- 47,301 47,301

1,178 737 1,915

98,630 249,398 348,028

- 116,495 116,495

- 933,723 933,723

- 1,050,218 1,050,218

98,630 1,299,616 1,398,246

15,541 3,065 18,606

- 41,451 41,451

15,541 44,516 60,057

15,541 44,516 60,057

- 1,050,218 1,050,218

83,089 204,882 287,971

$ 83,089 $ 1,255,100 1,338,189

The accompanying notes are an integral part of these financial statements.
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CITY OF CLARKSTON, GEORGIA

STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2016

OPERATING REVENUE
Stormwater fees
Sanitation fees

Total operating revenues

OPERATING EXPENSES
Contracted services - waste pickup
Repairs and maintenance
Depreciation

Total operating expenses

Operating income (loss)

NONOPERATING REVENUES
Interest income
Total nonoperating revenues

Change in net position
Net position, beginning

Net position, ending

Business-Type
Activities-Enterprise Funds

Stormwater Total Business-Type
Sanitation Utility Activities - Enterprise
Fund Fund Funds
$ - $ 224,222 $ 224,222
185,225 - 185,225
185,225 224,222 409,447
188,020 - 188,020
- 69,221 69,221
- 55,354 55,354
188,020 124,575 312,595
(2,795) 99,647 96,852
5 11 16
5 11 16
(2,790) 99,658 96,868
85,879 1,155,442 1,241,321
$ 83,089 $ 1,255,100 $ 1,338,189

The accompanying notes are an integral part of these financial statements.
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CITY OF CLARKSTON, GEORGIA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Business-Type
Activities-Enterprise Funds

Stormwater Total Business-Type
Sanitation Utility Activities - Enterprise
Fund Fund Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users $ 185,156 $ 219,686 $ 404,842
Payments to vendors and suppliers (186,613) (66,156) (252,769)
Net cash provided (used) by operating activities (1,457) 153,530 152,073

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Amounts paid to other funds (1,178) (122,183) (123,361)
Amounts received from other funds - 41,451 41,451
Net cash used by non-capital financing activities (1,178) (80,732) (81,910)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 5 11 16
Net cash provided by investing activities 5 11 16
Net increase (decrease) in cash (2,630) 72,809 70,179
Cash, beginning of year 89,055 114,232 203,287
Cash, end of year $ 86,425 $ 187,041 $ 273,466
CASH FLOWS FROM OPERATING ACTIVITIES
Operating income (loss) $ (2,795) % 99,647 $ 96,852
Adjustments to reconcile operating income (loss)
to net cash provided by (used by) operating activities:
Depreciation - 55,354 55,354
Change in assets and liabilities:
Increase in accounts receivables (69) (4,536) (4,605)
Increase in accounts payable 1,407 3,065 4,472
Net cash provided (used) by operating activities $ (1,457) % 153,530 $ 152,073

The accompanying notes are an integral part of these financial statements.
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CITY OF CLARKSTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Clarkston, Georgia (the “City”) have been prepared in
conformity with accounting principles generally accepted in the United States of America
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the City's accounting policies are
described below.

Reporting Entity

The City was incorporated in 1882 and operates under a Mayor/Council/City Manager form of
government and provides the following services as authorized by its charter to its citizens:
public safety, public works, parks and recreation, and general and administrative services,
sanitation and stormwater utility services. The City Manager is the head of the administrative
branch of government. As such, he is responsible for the day-to-day operations of the City
government. The legislative authority of the City is vested in the Mayor and six (6) member
council with an appointed City Manager.

The City, for financial reporting purposes, includes all of the funds relevant to the operations of
the City. The Governmental Accounting Standards Board has set forth criteria to determine if
legally separate organizations are considered to be component units in which the City is
considered to be financially accountable or other organizations whose nature and significant
relationship with the City is such that exclusion would cause the City’s financial statements to
be incomplete or misleading. These criteria include appointing a voting majority of an
organization’s governing body and (1) the ability of the City to impose its will on that
organization, or (2) the potential for the organization to provide specific financial benefits to, or
impose specific financial burdens on, the City. Based upon these criteria, the City has no
component units.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the non-fiduciary activities of the primary
government. For the most part, the effect of inter-fund activity has been removed from these
statements. Government-wide financial statements do not provide information by fund, but
distinguish between the City’s governmental activities and business-type activities.
Governmental activities, which are normally supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent, on fees and charges for support. The statement of net position includes non-current
assets and deferred outflows of resources and non-current liabilities and deferred inflows of
resources. In addition, the government-wide statement of activities reflects depreciation
expense on the City’s capital assets.

22



NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Government-wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment, and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not considered program revenues are reported instead as
general revenues.

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and the major individual enterprise funds are reported as
separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Basis of Presentation

The government-wide financial statements are reported using the economic resource
measurement focus and the accrual basis of accounting, as are the proprietary funds financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the City considers revenues to be available if they are
collected within 60 days of the end of the current period. Expenditures are generally recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures,
as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Property taxes, alcoholic beverage taxes, franchise taxes, licenses, intergovernmental grants,
and interest associated with the current period are all considered to be susceptible to accrual
and so have been recognized as revenues of the current period, if the available criteria are met.
All other revenue items are considered to be measurable and available only when cash is
received by the City.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting, and Basis of Presentation
(Continued)

In accordance with GASB Statement No. 34, major individual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financial statements.

The City reports the following major governmental fund:

The General Fund is the City’s primary operating fund. This fund is used to account for all
financial resources not accounted for in other funds. All general tax revenues and other
receipts that are not restricted by law or contractual agreement to some other fund are
accounted for in this fund. General operating expenditures, fixed charges and capital
improvement costs that are not paid through other funds are paid from the General Fund.

The Police Seizure Fund is used to account for the use of confiscated drug money by the City’s
Police Department. These revenues are restricted by State law to be expended on
investigations and other law enforcement activities of the City’s Police Department.

The City reports the following major proprietary funds:

The Sanitation Fund accounts for the collection of fees to cover the cost of waste
management pickup services as contracted out by the City to a third-party.

The Stormwater Utility Fund accounts for the collection of fees for upgrades to stormwater
drains and related expenses.

In accounting and reporting for its proprietary operations, the City applies all Governmental
Accounting Standards Board (GASB) pronouncements. The City applies GASB Statement No.
62, Codification of Accounting and Financial Reporting Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements. Statement No. 62 incorporated into the GASB’s
authoritative literature certain accounting and financial reporting guidance on or before
November 30, 1989.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the enterprise funds are charges for goods and services
provided. Operating expenses of the enterprise funds include the cost of these goods and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
stormwater catch basins and piping, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial statements.
Capital assets are defined by the City as assets with an initial, individual cost of more than
$3,000 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated acquisition value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Capital assets of the primary government are depreciated using the straight line method over
the following estimated useful lives:

Assets Years
Buildings and improvements 25-40
Infrastructure 15-40
Furniture and equipment 510
Vehicles 5

GASB Statement No. 34 requires the City to report and depreciate new infrastructure assets.
Infrastructure assets include roads, bridges, drainage, sidewalks, etc. The City implemented
the provisions of GASB Statement No. 34 for the year ended December 31, 2004. The City
was not required to retroactively report infrastructure assets in governmental activities.

Prepaid Items

Payments made to vendors for services that will benefit periods beyond December 31, 2016,
are recorded as prepaid items in both government-wide and fund financial statements.

Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. There is no liability for non-vesting accumulated rights to receive sick pay
benefits since the City does not have a policy to pay any amounts when employees separate
from service with the City. All vacation pay is accrued when incurred in the government-wide
and proprietary fund financial statements. A liability for these amounts is reported in the
governmental funds only if they have matured, for example, as a result of employee
resignations and retirements.
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NOTES TO FINANCIAL STATEMENTS

NOTE 2.

RECONCILIATION OF GOVERNMENT-WIDE FINANCIAL STATEMENTS
AND FUND FINANCIAL STATEMENTS

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the
Government-wide Statement of Net Position

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net position — governmental activities as reported in the government-
wide statement of net position. One element of that reconciliation explains that “long-term
liabilities are not due and payable in the current period and, therefore, are not reported in the
funds.” The details of this $1,910,188 difference are as follows:

Compensated absences $ (126,604)
Capital leases (121,013)
Accrued interest payable (25,975)
Notes payable (1,636,596)

Net adjustment to reduce fund balance - total governmental funds
to arrive at net position - governmental activities $ (1,910,188)

B. Explanation of Certain Differences Between the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances and the Government-wide
Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances — total governmental funds and
changes in net position of governmental activities as reported in the government-wide
statement of activities. One element of that reconciliation explains that “Governmental funds
report capital outlays as expenditures. However, in the statement of activities, the cost of
those assets is allocated over their useful lives and reported as depreciation expense.” The
details of this $488,321 difference are as follows:

Capital outlays $ 698,600
Depreciation expense (210,279)
Net adjustment to increase net changes in fund balances - total

governmental funds to arrive at changes in net position of
governmental activities $ 488,321
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NOTES TO FINANCIAL STATEMENTS

NOTE 2. RECONCILIATION OF GOVERNMENT-WIDE FINANCIAL STATEMENTS
AND FUND FINANCIAL STATEMENTS (CONTINUED)

B. Explanation of Certain Differences Between the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances and the Government-wide
Statement of Activities (Continued)

Another element of that reconciliation explains that “Some expenses reported in the statement
of activities do not require the use of current financial resources and, therefore, are not
reported as expenditures in governmental funds.” The details of this $100,605 difference are

as follows:
Compensated absences $ (38,556)
Interest expense on long term debt (14,772)
Change in net pension liability (204,084)
Change in pension experience differences (23,647)
Change in pension assumption changes 30,771
Change in pension investment earnings differences 141,963
Change in pension contributions subsequent to measurement date 7,720

Net adjustment to decrease net changes in fund balances - total
governmental funds to arrive at changes in net position of
governmental activities $ (100,605)

NOTE 3. LEGAL COMPLIANCE - BUDGETS
A. Budget

The City of Clarkston, Georgia employs the following procedures in establishing its annual

budget:

1. The initial budget is prepared based on revenues and expenditures of the prior year.

2.  Work sessions are held to amend the amounts based on expected revenues.

3.  The proposed budget is presented to the City Council in a regular council meeting.

4.  The Council sets a date for a public hearing on the proposed budget. After the hearing,

the Council adopts the budget.

Over or under expended appropriations are not carried forward to the next year.

Budget revisions that alter the total expenditures of any line item within a department
must be approved by the Council.

7. Budget amounts are as originally adopted, or as amended by the Council.

o o

Encumbrance accounting is not used by the City.
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NOTES TO FINANCIAL STATEMENTS

NOTE 3.

NOTE 4.

LEGAL COMPLIANCE — BUDGETS (CONTINUED)

The following funds had departments with excess of actual expenditures over appropriations
for the year ended December 31, 2016:

Police Seizure Fund - Public safety $ 14,416

These over expenditures were funded by greater than anticipated revenues and by available
fund balance.

DEPOSITS AND INVESTMENTS

Custodial Credit Risk — Deposits: Custodial credit risk for deposits is the risk that, in the
event of the failure of a depository financial institution, a government will not be able to
recover deposits or will not be able to recover collateral securities that are in the possession of
an outside party. State statues and City policy require all deposits and investments (other
than Federal or State government instruments) to be collateralized by depository insurance,
obligations of the U.S. government, or bonds of public authorities, counties, or municipalities.
As of December 31, 2016, the City’s bank balances were adequately collateralized as defined
by State statutes.

Interest rate risk: The City’s investment policy is to invest in certificates of deposits with
maturities not exceeding one year.

Credit risk: State statutes authorize the City to invest in obligations of the State of Georgia or
other states; obligations issued by the U.S. government; obligations fully insured or guaranteed
by the U.S. government or by a government agency of the United States; obligations of any
corporation of the U.S. government; prime bankers' acceptances; the local government
investment pool established by State law; repurchase agreements; and obligations of other
political subdivisions of the State of Georgia. As of December 31, 2016, the City had no
investments balances that were exposed to credit risk.

Fair value instruments: The City categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based on
the valuation of inputs used to measure the fair value of the asset. Level 1 inputs are quoted
prices in active markets for identical assets; level 2 inputs are significant other observable
inputs; level 3 inputs are significant unobservable inputs. At December 31, 2016 the City has
no investments and no hierarchy disclosure is presented.
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NOTES TO FINANCIAL STATEMENTS

NOTE 5.

RECEIVABLES

Property taxes attach as an enforceable lien on property as of January 1 and are based on
property values as of January 1. Property taxes were levied on July 21, 2016 and are due
and payable in two installments. The first installment was due on September 30, 2016 and
the second installment was due on November 15, 2016. After these dates, the bill becomes
delinquent and penalties and interest may be assessed by the City.

In governmental funds, property taxes are recorded as receivables and unavailable revenues
(deferred inflows of resources) when assessed. Revenues are recognized when available.

In the enterprise funds, stormwater and sanitation fees are billed annually on July 1 along with
the property taxes and are due and payable in two installments. The first installment was due
on September 30, 2016 and the second installment was due on November 15, 2016. After
these dates, the bill becomes delinquent and penalties and interest may be assessed by the
City.

Receivables at December 31, 2016, for the City’s individual major funds, including the
applicable allowances for uncollectible accounts are as follows:

Stormwater Non Major
General Sanitation Utility Governmental

Receivables:

Taxes

$ 478,185 % - $ - $ -

Accounts - 11,027 18,819 -
Intergovernmental - - - 19,257

Other

232,519 - - -

Less allowance
for uncollectible (16,000) - (4,500) -
Net total receivable $ 694,704 $ 11,027 $ 14,319 $ 19,257

33



NOTES TO FINANCIAL STATEMENTS

NOTE 6.

CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2016, is as follows:

Beginning Decreases / Ending
Balance Increases Transfers Balance
Governmental activities:
Capital assets, notbeing depreciated:
Construction in progress $ 671816 $ 547,029 $ (211,473) 1,007,372
Land 422,608 - - 422,608
Total 1,094,424 547,029 (211,473) 1,429,980
Capital assets, being depreciated:
Buildings and improvements 3,144,699 25,758 - 3,170,457
Furniture and equipment 363,387 75,589 - 438,976
Infrastructure 1,112,348 27,750 211,473 1,351,571
Vehicles 783,808 22,474 (98,649) 707,633
Total 5,404,242 151,571 112,824 5,668,637
Less accumulated depreciation for:
Buildings and improvements (1,096,166) (76,007) - (1,172,173)
Furniture and equipment (274,816) (30,309) - (305,125)
Infrastructure (44,072) (30,683) - (74,755)
Vehicles (583,325) (73,280) 91,816 (564,789)
Total (1,998,379) (210,279) 91,816 (2,116,842)
Total capital assets, being
depreciated, net 3,405,863 (58,708) 204,640 3,551,795
Gowernmental activities
capital assets, net $ 4,500,287 $ 488,321 $ (6,833) 4,981,775
Business-type activities:
Capital assets, notbeing depreciated:
Easements (intangible asset) $ 116,495 $ - $ - 116,495
Total 116,495 - - 116,495
Capital assets, being depreciated:
Infrastructure 999,133 - 999,133
Improvements 299,745 - - 299,745
Vehicles 84,197 - - 84,197
Total 1,383,075 - - 1,383,075
Less accumulated depreciation for:
Infrastructure (305,352) (26,347) - (331,699)
Improvements (36,157) (12,168) - (48,325)
Vehicles (52,489) (16,839) - (69,328)
Total (393,998) (55,354) - (449,352)
Total capital assets, being
depreciated, net 989,077 (55,354) - 933,723
Business-type actiities
Capital assets, net $ 1,105,572 $ (55,354) $ - 1,050,218
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NOTES TO FINANCIAL STATEMENTS

NOTE 6.

NOTE 7.

CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental activities:

General government $ 25,741
Public safety 89,297
Public works 53,462
Recreation and parks 41,779
Total depreciation expense - governmental activities $ 210,279

Business-type activities:
Stormwater utility $ 55,354

LONG-TERM DEBT AND OBLIGATIONS

Long-term liability and obligations activity for the year ended December 31, 2016, was as
follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
Capital leases $ 163,407 $ - $ (42,394) $ 121,013  $ 43,835
Notes payable 1,380,482 367,004 (110,890) 1,636,596 113,612
Net pension liability 544 311 378,427 (174,343) 748,395 -
Compensated absences 88,048 130,507 (91,951) 126,604 113,944
Governmental activities
Long-term liabilities $ 2176248 $ 875,938 $ (419578) $ 2,632,608 $ 271,391

Compensated absences and the net pension liability are liquidated by the General Fund while
capital leases and notes payable are liquidated by the Police Seizure Fund and the General
Fund.

Capital Leases - Equipment. The City has entered into lease-purchase agreements as lessee for
financing the acquisition of vehicles used in general governmental and public safety activities.
The lease agreements qualify as capital leases for accounting purposes (the present value of
the minimum lease payments at the beginning of the lease term equals or exceeds 90% of the
excess of the fair value of the leased property to the lessor at the inception of the lease) and,
therefore, have been recorded at the present values of the future minimum lease payments as
of the date of their inceptions.
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NOTES TO FINANCIAL STATEMENTS

NOTE 7.

LONG-TERM DEBT AND OBLIGATIONS (CONTINUED)

Capital Leases — Equipment (continued)

As of December 31, 2016, the cost, current year depreciation, and accumulated depreciation
of vehicles acquired under capital leases are $198,797, $41,187, and $46,947, respectively.

The vehicles are pledged as collateral on the lease.

The City’s total capital lease debt service requirements to maturity are as follows:

Governmental
Activities
Year Ending December 31,
2017 $ 47,106
2018 39,823
2019 39,823
Total minimum lease payments 126,752
Less amount representing interest 5,739
Present value of future minimum lease payments $ 121.013

Notes Payable. The City entered into a note payable agreement with a financial institution on
April 26, 2012 for the financing and construction of a City Hall Annex Building. The note is for
$700,000 and carries an interest rate of 3.22%. The loan is payable over 180 months with
monthly principal and interest payments totaling $14,756. The City Hall Annex Building is

pledged as collateral on the note.

The City’s future annual debt service requirements to maturity are as follows:

Principal Interest Total
Year ending December 31,

2017 $ 42,660 $ 16,364 $ 59,024
2018 44,051 14,974 59,025
2019 45,486 13,538 59,024
2020 46,969 12,056 59,025
2021 48,500 10,525 59,025
2022-2026 267,264 27,858 295,122
2027 29,159 353 29,512

Total $ 524,089 $ 95,668 $ 619,757
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NOTES TO FINANCIAL STATEMENTS

NOTE 7.

NOTE 8.

LONG-TERM DEBT AND OBLIGATIONS (CONTINUED)

Notes Payable. The City entered into a note payable agreement with a financial institution on
January 25, 2013 for the financing and construction of a Public Works Building. The note is
for $325,000 and carries an interest rate of 1.96%. The loan is payable over five years with
quarterly principal and interest payments totaling $18,044. The Public Works Building is
pledged as collateral on the note.

The City’s future annual debt service requirements to maturity are as follows:

Principal Interest Total
Year ending December 31,
2017 $ 70,952 $ 1,223 $ 72,175
2018 17,960 88 18,048
Total $ 88,912 $ 1,311 $ 90,223

Notes Payable. The City entered into a note payable agreement with the Georgia State Road
and Tollway Authority on June 20, 2013 for the financing a streetscape project. The note is
for $2,000,000 and carries an interest rate of 2.40%. The loan is currently in the draw phase
and the loan has not closed. As of December 31, 2016, the outstanding balance is
$1,023,595.

SHORT-TERM BORROWINGS

The City had a tax anticipation note for operating purposes of $770,000 at a local financial
institution. The borrowing, with an interest rate of 1.48%, matured on December 31, 2016.
As of December 31, 2016, all outstanding principal has been paid in full. Total short-term
borrowings interest incurred and expensed for the year ended December 31, 2016, was
$6,025.

37









NOTES TO FINANCIAL STATEMENTS

NOTE 10.

DEFINED BENEFIT PENSION PLAN (CONTINUED)

Contributions

The Plan is subject to minimum funding standards of the Georgia Public Retirement Systems
Standards law. The Board of Trustees of GMEBS has adopted a recommended actuarial
funding policy for the Plan which meets State minimum requirements and will accumulate
sufficient funds to provide the benefits under the Plan. The funding policy for the Plan is to
contribute an amount equal to or greater than the recommended contribution described below.
For year 2016, the actuarially determined contribution rate was 11.76% of covered payroll.
The City makes all contributions to the Plan. For year 2016, the City’s contribution to the Plan
was $175,594.

Net Pension Liability of the City

The City’s net pension liability was measured as of March 31, 2016. The total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of July
1, 2016 with update procedures performed by the actuary to roll forward to the total pension
liability measured as of March 31, 2016.

Actuarial assumptions. The total pension liability in the July 1, 2016 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation 3.25%
Salary increases 3.75% - 8.75%, including inflation
Investment rate of return 7.75%, net of pension plan investment expense, including inflation

Mortality rates for the July 1, 2016 valuation were based on the RP-2000 Combined Healthy
Mortality Table with sex-distinct rates, set forward two years for males and one year for
females.

The actuarial assumptions used in the July 1, 2016 valuation were based on the results of an
actuarial experience study for the period January 1, 2010—June 30, 2014.

Cost of living adjustments were assumed to be 3.25%.
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NOTES TO FINANCIAL STATEMENTS

NOTE 10.

DEFINED BENEFIT PENSION PLAN (CONTINUED)

Net Pension Liability of the City (continued)

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected rate of
return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real rates of return
for each major asset class included in the pension plan's target asset allocation as of March
31, 2016 are summarized in the table below:

Long-term

Target expected real

Asset class allocation rate of return*

Domestic equity 45% 6.75%
International equity 20 7.45
Real estate 10 4.55
Global fixed income 5 3.30
Domestic fixed income 20 1.75

Cash —
Total 100%

Discount rate. The discount rate used to measure the total pension liability was 7.75%. The
projection of cash flows used to determine the discount rate assumed that Plan member
contributions will be made at the current contribution rate and that City contributions will be
made at rates equal to the difference between actuarially determined contribution rates and
the member rate. Based on those assumptions, the pension plan's fiduciary net position was
projected to be available to make all projected future benefit payments of current Plan
members. Therefore, the long-term expected rate of return on pension plan investments was
applied to all of the projected benefit payments to determine the total pension liability.
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NOTES TO FINANCIAL STATEMENTS

NOTE 10. DEFINED BENEFIT PENSION PLAN (CONTINUED)

Net Pension Liability of the City (continued)

Changes in the Net Pension Liability of the City. The changes in the components of the net
pension liability of the City for the fiscal year ended December 31, 2016 were as follows:

Total Pension Plan Fiduciary = Net Pension

Primary Government: Liability Net Position Liability

CY) (b) @ - ()
Balances at 12/31/15 $ 2,770,803 $ 2,226,492 $ 544,311
Changes for the year:
Service cost 145,312 - 145,312
Interest 210,131 - 210,131
Differences between expected and actual experience 12,753 - 12,753
Contributions—employer - 167,876 (167,876)
Net investment income - 6,467 (6,467)
Benefit payments (118,864) (118,864) -
Administrative expense - (10,231) 10,231
Net changes 249,332 45,248 204,084
Balances at 12/31/16 $ 3,020,135 $ 2,271,740 $ 748,395

The required schedule of changes in the City’s net pension liability and related ratios
immediately following the notes to the financial statements presents multiyear trend
information about whether the value of plan assets is increasing or decreasing over time
relative to the total pension liability.

Sensitivity of the net pension liability to changes in the discount rate. The following presents
the net pension liability of the City, calculated using the discount rate of 7.75 percent, as well
as what the City’s net pension liability would be if it were calculated using a discount rate that
is 1-percentage-point lower (6.75 percent) or 1-percentage-point higher (8.75 percent) than
the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)
City's net pension
liability $ 1,176,857 $ 748,395 $ 395,123
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NOTES TO FINANCIAL STATEMENTS

NOTE 11.

NOTE 12.

NOTE 13.

JOINT VENTURE

Under Georgia law, the City, in conjunction with other cities and counties in the Atlanta,
Georgia area, is a member of the Atlanta Regional Commission (ARC). Dues to the ARC are
assessed at the County level and are, accordingly, paid by DeKalb County. Membership in the
ARC is required by the Official Code of Georgia Annotated (OCGA) Section 50-8-34 which
provides for the organizational structure of the ARC in Georgia. The ARC Board membership
includes the chief elected official of each county and various municipalities of the area. OCGA
50-8-39.1 provides that the member governments are liable for any debts or obligations of the
ARC. Separate financial statements may be obtained from ARC, 40 Courtland Street, NE,
Atlanta, Georgia 30303.

RELATED ORGANIZATIONS

The City of Clarkston Housing Authority was established to assist low-income individuals in
obtaining housing at affordable rates. The Authority was not active as of December 31, 2016.
The Authority is independent of the City. The City’s financial accountability is limited to
cosigning on two (2) small bank accounts. Those accounts had no activity during the year
ended December 31, 2016.

RISK MANAGEMENT

The City is exposed to various risks of losses related to: torts; thefts of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
City has joined together with other municipalities in the State as part of the Georgia Inter-local
Risk Management Agency (GIRMA) for property and liability insurance and the Workers’
Compensation Self-Insurance Fund (WCSIF), public entity risk pools currently operating as
common risk management and insurance program for member local governments. The Georgia
Municipal Association (GMA) administers both risk pools.

As part of these risk pools, the City is obligated to pay all contributions and assessments as
prescribed by the pools, to cooperate with the pools’ agents and attorneys, to follow loss
reduction procedures established by the funds, and to report as promptly as possible and in
accordance with any coverage descriptions issued, all incidents which could result in the funds
being required to pay any claim or loss.

The funds are to defend and protect the members of the funds against liability or loss as
prescribed in the member governments’ contracts and in accordance with the workers’
compensation laws of Georgia. The funds are to pay all costs taxed against members in any
legal proceeding defended by the members, all interest accruing after entry of judgment, and
all expenses incurred for investigation, negotiation or defense.

Settled claims have not exceeded the coverages in the last three years.
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NOTES TO FINANCIAL STATEMENTS

NOTE 14.

NOTE 15.

COMMITMENTS AND CONTINGENCIES
Litigation:

The City is a defendant in certain legal actions in the nature of claims for alleged damages to
persons and property and other similar types of actions rising in the course of City operations.
Liability, if any, which might result from these proceedings, would not, in the opinion of
management and legal counsel, have a material adverse effect on the financial position of the
City.

Grant Contingencies:

The City has received Federal and State grants for specific purposes that are subject to
review and audit by the grantor agencies. Such audits could lead to the disallowance of
certain expenditures previously reimbursed by those agencies. Based upon prior experience,
management of the City believes such disallowances, if any, will not be significant.

SUBSEQUENT EVENTS

Subsequent to December 31, 2016, the City has drawn $650,000 on a new tax anticipation
note that will mature on December 30, 2017. The purpose of the short-term borrowing was
for operating purposes. The short-term borrowing carries an interest rate of 1.84%.

Subsequent to December 31, 2016, the City has created an Urban Redevelopment Authority
(URA). On March 17, 2017, the URA issued $1,350,000 of Bonds for the purpose of financing
improvements to the Friendship Forest Wildlife Sanctuary. The bonds carry interest rate of
2.65% and mature on December 1, 2025.
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CITY OF CLARKSTON, GEORGIA
Required Supplementary Information

SCHEDULE OF CHANGES IN THE CITY'S NET PENSION LIABILITY
AND RELATED RATIOS

2016 2015

Total pension liability
Service cost $ 145312  $ 164,013
Interest on total pension liability 210,131 191,727
Differences between expected and actual experience 12,753 96,448
Changes of assumptions - (92,313)
Benefit payments (118,864) (125,937)
Net change in total pension liability 249,332 233,938
Total pension liability - beginning 2,770,803 2,536,865
Total pension liability - ending (a) $ 3,020,135 $ 2,770,803
Plan fiduciary net position
Contributions - employer $ 167,876 $ 112,067
Net investment income 6,467 197,596
Benefit payments (118,864) (125,937)
Administrative expenses (10,231) (9,345)
Net change in plan fiduciary net position 45,248 174,381
Plan fiduciary net position - beginning 2,226,492 2,052,111
Plan fiduciary net position - ending (b) $ 2,271,740 2,226,492
City's net pension liability - ending (a) - (b) $ 748,395 % 544,311
Plan fiduciary net position as a percentage of the total

pension liability 75.2% 80.4%
Covered-employee payroll $ 1,872,798 $ 1,469,336
City's net pension liability as a percentage of covered

- employee payroll 40.0% 37.0%

Notes to the Schedule
The schedule will present 10 years of information once it is accumulated.
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CITY OF CLARKSTON, GEORGIA
Required Supplementary Information

SCHEDULE OF CITY CONTRIBUTIONS

Actuarially determined contribution

Contributions in relation to the actuarially determined
contribution

Contribution deficiency (excess)

Covered-employee payroll

Contributions as a percentage of
Covered-employee payroll

Notes to the Schedule

Valuation Date

Cost Method

Actuarial Asset Valuation Method

Assumed Rate of Return on Investments
Projected Salary Increases
Cost-of-living Adjustment

Amortization Method

Remaining Amortization Period

2016 2015

175,594 $ 165,303

175,594 165,303
- $ -
1,493,146 1,469,336
11.76% 11.25%
July 1, 2015

Projected Unit Credit

Sum of actuarial value at beginning of year
and the cash flow during the year plus the
assumed investment return, adjusted by
10% of the amounts that the value exceeds
or is less than the market value at the end
of the year. The actuarial value is adjusted,
if necessary, to be within 20% of market
value.

7.75%

3.25% plus service base merit increases
3.25%

Closed level dollar for unfunded liability

Remaining amortization period varies for the
bases, with a net effective amortization
period of 12 years

The schedule will present 10 years of information once it is accumulated.
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds
Special Revenue Funds are used to account and report the proceeds of specific revenue sources that are
restricted or committed to expenditures for specified purposes other than debt services or capital projects.

The Grants Fund is one of the City’s special revenue funds which is used to report the proceeds of
specific revenue sources that are restricted or committed to expenditures for specified purposes
other than debt services or capital projects. This fund is used to account for grants received from

various Federal and State agencies.

Capital Projects Funds
Capital Projects Funds are used to account for financial resources restricted, committed or assigned to
expenditures for the acquisition or construction of capital assets.

The Homestead Option Sales Tax (HOST) Fund is used to account for locally funded acquisition and
construction of major capital projects financed by restricted homestead option sales tax funds.



CITY OF CLARKSTON, GEORGIA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

DECEMBER 31, 2016

Special Capital
Revenue Fund Project Fund
Total
Homestead Option Nonmajor
Grants Sales Tax Governmental
ASSETS Fund Fund Funds
Intergovermental receivable $ 4,542 $ 14,715 $ 19,257
Due from other funds 71,379 13,493 84,872
Total assets $ 75,921 $ 28,208 $ 104,129
FUND BALANCES
Restricted for:
Capital construction 75,921 28,208 104,129
Total fund balances 75,921 28,208 104,129
Total liabilities and fund balances $ 75,921 $ 28,208 $ 104,129
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CITY OF CLARKSTON, GEORGIA

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Special Capital
Revenue Funds Project Funds
Total
Homestead Option Nonmajor
Grants Sales Tax Governmental
Fund Fund Funds
REVENUES
Intergovernmental $ 131,096 $ 59,897 $ 190,993
Total revenues 131,096 59,897 190,993
EXPENDITURES
Current:
General government 1,500 - 1,500
Public safety 53,675 - 53,675
Capital outlays 64,148 45,000 109,148
Total expenditures 119,323 45,000 164,323
Net change in fund balances 11,773 14,897 26,670
FUND BALANCES, beginning of year 64,148 13,311 77,459
FUND BALANCES, end of year $ 75,921 $ 28,208 $ 104,129
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CITY OF CLARKSTON, GEORGIA

GRANTS FUND
SCHEDULE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2016

Budget Variance With
Original Final Actual Final Budget
REVENUES
Intergovernmental $ 164,000 120,648 131,096 10,448
Total revenues 164,000 120,648 131,096 10,448
EXPENDITURES
Current:
General government - 1,500 1,500 -
Public safety 50,000 55,000 53,675 1,325
Capital outlays 64,000 64,148 64,148 -
Total expenditures 114,000 120,648 119,323 1,325
Net change in fund balances 50,000 - 11,773 11,773
FUND BALANCES, beginning of year 64,148 64,148 64,148 -
FUND BALANCES, end of year $ 114,148 64,148 75,921 11,773
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AULDIN
& | ENKINS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members
of City Council

City of Clarkston, Georgia

Clarkston, Georgia

We have audited in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Clarkston, Georgia (the
“City”) as of and for the year ended December 31, 2016, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements, and have issued our report thereon dated June 13, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (“internal control”) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

ManQin & &,&M L

Atlanta, Georgia
June 13, 2017
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CITY OF CLARKSTON, GEORGIA

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2016

SECTION |
SUMMARY OF AUDITOR'S RESULTS

Financial Statements
Type of report the auditor issued on whether the financial
statements audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:

Material weaknesses identified? yes X no
Significant deficiencies identified? yes _X_none reported
Noncompliance material to financial statements noted? __yes X no

Federal Awards
There was not an audit of major federal award programs required as of December 31, 2016 due to the total
amount expended for federal awards being less than $750,000.

SECTION Il
FINANCIAL STATEMENT FINDINGS AND RESPONSES

None noted.
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